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Budget Summary*

2021-23 Legislatively

2023-25 Current Service

2023-25 Committee

Committee Change from 2021-23

Approved Budget(” Level Recommendation Leg. Approved
S Change % Change

General Fund $ 103,797,518 $ 66,806,877 $ 69,159,210 $  (34,638,308) (33.4%)
General Fund Debt Service S 6,048,591 S 8,529,380 S 8,529,380 S 2,480,789 41.0%
Lottery Funds S 6,263,319 S 6,454,397 S 6,453,619 S 190,300 3.0%
Other Funds Limited S 302,195,302 S 277,466,370 S 300,125,567 S (2,069,735) (0.7%)
Other Funds Nonlimited S 230,350,000 S 200,200,000 S 270,280,000 S 39,930,000 17.3%
Other Funds Nonlimited Debt Service S 13,650,055 S 991,800 S 21,071,800 S 7,421,745 54.4%
Federal Funds Limited S 30,134,046 S 31,420,207 S 41,103,911 S 10,969,865 36.4%
Total S 692,438,831 S 591,869,031 S 716,723,487 S 24,284,656 3.5%
Position Summary

Authorized Positions 833 815 857 24

Full-time Equivalent (FTE) positions 814.60 809.23 848.44 33.84

M Includes adjustments through January 2023
" Excludes Capital Construction expenditures

Summary of Revenue Changes

The Department of Environmental Quality (DEQ) is funded primarily with Other Funds revenue but also receives General Fund, Measure 76
Lottery Funds, and Federal Funds. When discussing revenue and expenditure limitation (budget) for DEQ, it is important to recognize a large
part of both the revenues and expenditures are categorized as Other Funds Nonlimited, tied to the Clean Water State Revolving Loan Fund
(CWSRF), which makes low interest loans to communities for the construction or upgrade of sewage treatment facilities. The Department's Debt
Service is both Other Funds Nonlimited for CWSRF, and General Fund Debt Service for the Orphan Site program; which cleans up polluted sites
where no owner can be identified or the owner is unable or unwilling to perform the cleanup. This work, and the expenditures made to support
it, have environmental benefits for Oregon but do not support the day-to-day operations of DEQ. The Department carries a large ending balance
in Other Funds reflecting bond proceeds to be distributed over more than one biennium.

Summary of Natural Resources Subcommittee Action

The mission of DEQ is to be a leader in restoring, maintaining, and enhancing the quality of Oregon’s air, water, and land. To achieve its mission,
the Department administers laws regulating air, water, and land pollution. The United States Environmental Protection Agency (EPA) has
delegated its authority to DEQ to implement federal environmental programs in Oregon. The Department regulates industrial air pollution and
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works to reduce vehicle pollution through emissions testing and diesel fuel programs. It sets and enforces water quality standards, monitors
river basins, measures groundwater quality, and regulates waste discharges from city sewage treatment and industrial facilities. The
Department also regulates hazardous waste disposal, promotes solid waste reduction, regulates underground storage tanks, and enhances
environmental cleanup. This work is done under the direction of the five-member Environmental Quality Commission. The Department is
organized into the following divisions: Air Quality, which carries out federal and state laws designed to ensure healthy air, Water Quality, which
carries out federal and state laws to protect Oregon’s waterways, Land Quality, which focuses on materials management, solid and hazardous
waste management, and remediation of contaminated lands, and Agency Management, which provides leadership, fiscal management, central
services, and technical support to the Department.

The budget recommended by the Subcommittee is $716,723,487 total funds, which is constituted of $77,688,590 General Fund, $6,453,619
Lottery Funds, $300,125,567 Other Funds expenditure limitation, $41,103,911 Federal Funds expenditure limitation, $291,351,800 Other Funds
Nonlimited, and 857 positions (848.44 FTE).

Air Quality

The Air Quality Division is responsible for air quality standards in Oregon, under the federal Clean Air Act and state statutes. The Division focuses
on managing and restoring Oregon’s air to protect people from breathing harmful toxins and pollution, reduce greenhouse gases, ensure
visibility, and maintain the ability of business and industry to locate and thrive in our communities. The staff is responsible for regulating and
monitoring air toxins, data analysis, enforcement, policy and planning, and rule development. The only area of the state not covered by DEQ is
the Lane Regional Air Pollution Authority area. DEQ receives an appropriation for the Lane Regional Air Pollution Authority, which it passes on to
the regional authority. The Division works to reduce air pollution posing a threat to human health and the environment, including emissions
from vehicles, woodstoves, fuels, solvents, field burning, asbestos removal, power generation, industry, and other pollution sources. The
Program also works closely with the Oregon Health Authority on Cleaner Air Oregon, an initiative to update industrial air toxics regulations.

The budget recommended by the Subcommittee includes $150,572,460 total funds, 279 positions (275.92 FTE), and the following packages:

Package 070, Revenue Shortfalls. This package includes reductions to General Fund and Other Fund expenditure limitation necessary to adjust
current service level to the available revenue for the Title V program in the Air Quality division. Reductions are made through elimination of 11
positions (11.00 FTE), as well as the associated Services and Supplies.

Package 110, Title V Stabilization. This package restores the positions abolished in Package 070 and increases Other Funds expenditure limitation
through assumption of a fee increase in House Bill 3229 (2023). The Title V program cannot legally be funded with another revenue source; it
must be self-supported by fee revenue. This restoration would maintain current service levels and support effective administration of Title V
requirements of the federal Clean Air Act. The Subcommittee approved the following budget notes related to the Title V program:
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Budget Note: Title V Permitting Program

No later than December 31, 2023, the Department of Environmental Quality is directed to report to the Legislature, in the manner
provided by ORS 192.245, on an evaluation of alternative fee structures to support Oregon’s federal air quality operating permit
program, known as the Title V program. In evaluating and reporting on alternative approaches the Department shall:

e |dentify fee structures that require the owners or operators of facilities subject to the federal operating permit program to pay
fees that are commensurate with the regulatory complexity of the facility or permit.

e Ensure that any recommended fee structures would result in fees that are sufficient to cover all reasonable direct and indirect
costs of the federal operating permit program, as required by section 502(b) of the federal Clean Air Act.

e Review the fee structures of other state and local government agencies that administer a federal operating permit program.

e Solicit and consider input from owners or operators of facilities subject to the federal operating permit program and program
stakeholders.

Budget Note: Title V Staffing

Assuming passage of HB 3229 (2023), which increases Title V permitting fees to restore program staffing to current service level, the
Department will need to undergo significant hiring throughout the 2023-25 biennium, aligning to available revenues. No later than April
1, 2025 the Department shall report to the Joint Committee on Ways and Means on the status of the Title V program staffing and
productivity. This report shall include, but not be limited to, the following:

e Full and partial FTE working on Title V permitting and compliance;

e The timeliness and volume of permitting actions (including new permit, permit renewals, modification and amendments) issued
by the program;

e The timeliness and volume of compliance evaluations conducted by the program;

e Progress on addressing the permit renewal backlog; and

* Progress in transferring Title V administrative processes to the agency’s comprehensive data management system known as Your
DEQ Online.

Package 112, Cleaner Transportation. This package provides $0.8 million Other Funds expenditure limitation and establishes three permanent
full-time positions (3.00 FTE) to provide increased capacity to respond to tailpipe pollution from the transportation sector through policy and
planning work. Positions include a Natural Resource Manager 2 (1.00 FTE), a Business Operations Manager 2 (1.00 FTE), and an Operations and
Policy Analyst 2 (1.00 FTE). Positions in this package are supported by a mix of Volkswagen Settlement Administration Fees, Electric Vehicle
Rebate Administration Fees, Medium Heavy-Duty Electrification Administration Fees, and Vehicle Inspection Program Fees.
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Package 114, Reducing GHG Emissions. This package provides $0.3 million Other Funds expenditure limitation and establishes a permanent full-
time Environmental Engineer 3 (1.00 FTE) to support greenhouse gas reduction programs, including the Climate Protection Program and the
Clean Fuels Program. Other Funds revenue supporting the position comes from Air Contaminant Discharge Permit fees.

Package 115, Community Climate Investment Accountability. This package provides $0.5 million General Fund, $1.0 million Other Funds
expenditure limitation, and establishes four permanent full-time positions (4.00 FTE), including a Program Analyst 3 (1.00 FTE), a Natural
Resource Specialist 3 (1.00 FTE), and two Operations and Policy Analyst 3 positions (1.00 FTE each). These positions are necessary for
implementation of the Climate Protection Program, which sets declining and enforceable limits on greenhouse gas emissions from the use of
fossil fuels. This package assumes passage of the statewide Climate Package in House Bill 3409 (2023).

Package 801, LFO Analyst Adjustments. This package includes position adjustments to better align staffing resources to funding and the body of
work assigned. Additionally, this package provides $2.2 million Federal Funds expenditure limitation and establishes a permanent full-time,
federally funded Program Analyst 4 (0.88 FTE) for implementation of the Climate Pollution Reduction Planning grant from the U.S.
Environmental Protection Agency. This position has been established as permanent because the planning grant has a four-year delivery period,
and the body of work will likely continue from the initial planning grant into implementation grants.

Package 802, Vacant Position Reductions. This package eliminates four long-term vacancies (3.00 FTE) that have been vacant between 24 and 44
months, as well as the associated Services and Supplies. Positions include a Project Manager 2 (1.00 FTE), an Operations and Policy Analyst 2,
Rules Coordinator (1.00 FTE) and two Chemist 1 positions (0.50 FTE each).

Water Quality

The Water Quality Division assesses environmental conditions through monitoring and scientific analysis. The Division sets quality standards to
ensure the water is clean, develops pollution control strategies, creates clean water management plans with local communities, and regulates
industrial and municipal sources of water pollution through permits, inspections, and enforcement. Much of the work is done locally; however,
DEQ staff directly manage the regulation of wastewater treatment plants, septic system permitting to protect groundwater, and the regulation
of industrial discharge to the state’s waters. The Water Quality Program works closely with the Oregon Water Resources Department and other
state agencies to achieve goals and objectives of Oregon’s Integrated Water Resources Strategy.

The budget recommended by the Subcommittee includes $109,974,878 total funds, 256 positions (249.33 FTE), and the following packages:
Package 070, Revenue Shortfalls. The package includes Federal Fund expenditures limitation reductions for decreased purchasing power of

federal revenue. This package eliminates one Federal Funds-supported position (1.00 FTE) that evaluates clean watershed plan, or Total
Maximum Daily Load (TMDL), implementation efforts related to nonpoint source pollution.
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